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Municipal Manager's Certificate 

I am responsible for the preparation of these annual financial statements in terms of Section 126(1) of the Municipal Finance 
Management Act (Act No 56 of 2003), and which I have signed on behalf of the municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in notel4 of these annual financial statements are 
within the upper limits of the framework envisaged in section 219 of the Constitution, read with the Remuneration of Public Office 
Bearers Act, 1998 (Act No. 20 of 1998) and the Minister of Provincial and Local Government's determination in accordance with 
this Act. 


Accounting Officer 
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Statement of Financial Position 


Figures in Rand 

Note(s) 

2012 

2011 

Assets 




Non-Current Assets 




Property, plant and equipment 

2 

56 076 742 

45 238 073 

Intangible assets 

3 

180 351 

270 838 



56 257 093 

45 508 911 

Current Assets 




Consumer debtors 

4 

300 113 

145 557 

Other debtors 

5 

229 827 

880 976 

Vat receivable 

6 

2 465 540 

2 739 561 

Cash and cash equivalents 

7 

19 758 974 

18 343 155 



22 754 454 

22 109 249 

Total Assets 


79 011 547 

67 618 160 

Equity and Liabilities 




Equity 




Retained income 


71 092 242 

51 099 592 

Liabilities 




Non-Current Liabilities 




Retirement benefit obligation 

8 

219 000 

409 000 

Finance lease obligation 

9 

32 479 

123 128 



251 479 

532 128 

Current Liabilities 




Retirement benefit obligation 

8 

- 

27 000 

Finance lease obligation 

9 

96 191 

109 210 

Trade and other payables 

10 

3 079 219 

2 754 748 

Unspent conditional grants and receipts 

11 

4 492 416 

13 095 482 



7 667 826 

15 986 440 

Total Liabilities 


7 919 305 

16 518 568 

Total Equity and Liabilities 


79 011 547 

67 618 160 
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Statement of Financial Performance 


Figures in Rand 

Note(s) 

2012 

2011 

Revenue 




Government grants and subsidies 

11 

42 755 149 

33 456 381 

Property rates 

12 

672 420 

438 316 

Rental of facilities and equipment 


24 492 

11411 

Fines 


- 

350 

Other income 

13 

307 595 

280 234 

Interest 


1 069 947 

858 259 



44 829 603 

35 044 951 

Other income 




Gain on fair valuing of assets 


- 

761 836 

Gain in useful lives of assets 


- 

257 203 

Fair value of newly recognised fixed assets 


33 322 

- 

Net actuarial gain on long service leave awards 


340 000 

- 



373 322 

1 019 039 

Expenses (Refer to page 4) 


(25 202 152) 

(26 057 558) 

Profit for the year 


20 000 773 

10 006 432 

Other comprehensive income 


- 

- 


Total comprehensive income for the year 


20 000 773 10 006 432 
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Statement of Financial Performance 


Figures in Rand 

Note(s) 

2012 

2011 

Operating expenses 




Advertising 


135 704 

64 569 

Bank charges 


39 601 

40 798 

Bursary 


26 836 

31 974 

Cleaning 


157 150 

196 315 

Councillors' remuneration 

14 

2 444 647 

2 135 300 

Debt impairment 


23 402 

(229 045) 

Depreciation, amortisation and impairments 


3 733 468 

2 588 811 

Electricity and water 


227 510 

122 216 

Employee costs 

15 

8 055 400 

6 982 450 

FMG Grant and audit fees 


1 179 077 

1 425 333 

Grant expenditure 


3 514 927 

7 837 602 

Grant in Aid 


362 661 

271 540 

Indigent support 


206 548 

308 529 

Insurance 


165 510 

163 353 

Interest charge - long term award 


44 000 

- 

Interest paid 


31 889 

54 973 

Lease rentals on operating lease 


35 061 

39 383 

Legal expenses 


28 059 

26 453 

Loss on sale of property, plant and equipment 


- 

17 974 

Other expenses 

17 

1 899 531 

1 502 411 

Postage 


2 130 

749 

Printing and stationery 


88 904 

75 548 

Protective and safety clothing 


3 000 

- 

Refreshments and year end function 


89 061 

71 962 

Rent 


2 910 

- 

Repairs and maintenance 


288 023 

273 610 

Security 


234 328 

235 139 

Seminars and workshops 


270 955 

278 036 

Service charges - long term award 


79 000 

- 

Special programmes 


294 631 

300 031 

Subscriptions 


28 397 

168 393 

Sundry expenses 

18 

190 405 

54 593 

Telephone and fax 


421 288 

389 916 

Training 


98 537 

16 202 

Transport costs 


473 742 

345 754 

Waste management 


325 860 

266 686 



25 202 152 

26 057 558 
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Annual Financial Statements for the year ended 30 June 2012 


Statement of Changes in Equity 


Figures in Rand 

Retained 

income 

Total equity 

Balance at 01 July 2010 

41 093 160 

41 093 160 

Changes in equity 

Total comprehensive income for the year 

10 006 432 

10 006 432 

Total changes 

10 006 432 

10 006 432 

Opening balance as previously reported 

35 968 436 

35 968 436 

Adjustments 

Prior year adjustments 

15 123 033 

15 123 033 

Balance at 01 July 2011 as restated 

51 091 469 

51 091 469 

Changes in equity 

Total comprehensive income for the year 

20 000 773 

20 000 773 

Total changes 

20 000 773 

20 000 773 

Balance at 30 June 2012 

71 092 242 

71 092 242 


Note(s) 
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Annual Financial Statements for the year ended 30 June 2012 


Statement Of Cash Flows 


Figures in Rand 

Note(s) 

2012 

2011 

Cash flows from operating activities 

Cash receipts from customers 


45 209 826 

34 354 222 

Cash paid to suppliers and employees 


(30 246 650) 

(16 867 129) 

Cash generated from operations 

19 

14 963 176 

17 487 093 

Interest income 


1 069 947 

858 259 

Interest paid 


(31 887) 

(54 973) 

Net cash from operating activities 


16 001 236 

18 290 379 

Cash fiows from investing activities 

Purchase of property, plant and equipment 

2 

(14 481 749) 

(7 084 622) 

Purchase of intangible assets 

3 

- 

(75 000) 

Net cash from investing activities 


(14 481 749) 

(7 159 622) 

Cash fiows from financing activities 

Finance lease payments 


(103 668) 

(146 423) 

Totai cash movement for the year 


1 415 819 

10 984 334 

Cash at the beginning of the year 


18 343 155 

7 358 821 


Total cash at end of the year 
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19 758 974 18 343 155 













Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1. Presentation of Annual Financial Statements 

These annual financial statements have been prepared in accordance with Generally Recognised Accounting Practice (GRAP), 
issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance Management Act, (Act 
No 56 of 2003). The standards and pronouncements that form the GRAP Reporting Framework for the 2012 financial period is 
set out in Directive 5 and its supplements Issued by the Accounting Standards Board (ASB) on 11 March 2009 and on 20 
January 2012. 

The Accounting Framework of the municipality is as follows (Listed below are only the relevant GRAP standards): 

• GRAP 1 Presentation of Financial Statements 

• GRAP 2 Cash Flow Statements 

• GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors 

• GRAP 9 Revenue from Exchange Transactions 

• GRAP 13 Leases 

• GRAP 14 Events after the Reporting Date 

• GRAP 17 Property, Plant and Equipment 

• GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 

• GRAP 100 Non-Current Assets Held for Sale and Discontinued Operations 

• GRAP 102 Intangible Assets 

• IPSAS 20 Related Party Disclosure 

• IFRS 7 Financial Instruments: Disclosures 

• lAS 19 Employee Benefits 

• lAS 32 Financial Instruments: Presentation 

• lAS 39 Financial Instruments: Recognition and Measurement 

• IFRIC 4 Determining whether an arrangement contains a lease 

1.1 Going concern assumption 

The annual financial statements have been prepared on the assumption that the entity is a going concern and will continue 
inoperation for the foreseeable future. 

1.2 Offsetting 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of 
GRAP. 

1.3 Property, plant and equipment 

Property, plant and equipment are tangible items that: 

• are held for use in the production or supply of goods or services, for rental to others or for administrative purposes; 
and 

• are expected to be used during more than one period. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Depreciation is provided using the straight-line method to write down the cost, less estimated residual value over the useful life 
of the property, plant and equipment, which is as follows: 

The residual value, depreciation method and the useful life of each asset are reviewed at each annual reporting period if there 
are indicators present that there is a change from the previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item and 
have significantly different patterns of consumption of economical benefits is depreciated separately over its useful life. 

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised in profit 
or loss in the period. 
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Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.4 Intangible assets 

Intangible assets are initially recognised at cost. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

If the municipality is unable to make a reliable estimate of the useful life of an intangible assets, the life will be presumed to be 
10 years. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting period date if there are 
indicators present that there is a change from the previous estimate. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Item Useful life 

Computer software 3 years 

1.5 Financial instruments 

A financial asset is any asset that is a cash or contractual right to receive cash. The entity has the following types of financial 
assets as reflected on the face of the statement of financial position or in the notes thereto: 

• Accounts receivables (Trade debtors) 

• Other receivables 

• Bank balances and cash 

In accordance with lAS 39.09, all the financial assets of the entity are classified into the category Loans and receivables. Loans 
and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. 
They are included in current assets, except for maturities greater than 12 months, which are classified as non-current assets. 

Loans and receivables are initially measured at fair value plus transaction costs that are directly attributable to the acquisition or 
issue of the financial asset. Subsequently, these assets are measured at amortised cost using the effective interest method less 
any impairment, with interest revenue recognised on an effective yield basis. 

Financial assets are assessed for indicators of impairment at each reporting date. Financial assets are impaired where there is 
objective evidence of impairment of financial assets (such as the probability of insolvency or significant financial difficulties of the 
debtor). If there is such evidence the recoverable amount is estimated and an impairment loss is recognised in accordance with 
lAS 39. 

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity. The entity has the 
following types of financial liabilities as reflected on the face of the statement of financial position or in the notes thereto: 

• Creditors 

• Short term loans 

In accordance with lAS 39.09, all the financial liabilities of the entity are classified into the category financial liabilities at 
amortised cost. Financial liabilities at amortised cost are initially measured at fair value, net of transaction costs. The financial 
liabilities are subsequently measured at amortised cost using the effective interest method, with interest expense recognised on 
an effective yield basis. 

1.6 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value of 
the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 

The lease payments are apportioned between the finance charge and reduction of the outstanding liability.The finance charge is 
allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance of the 
liability. 
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Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.6 Leases (continued) 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset. This liability 
is not discounted. 

1.7 Impairment of assets 

The municipality assesses at each reporting period date whether there is any indication that an asset may be impaired. If any 
such indication exists, the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also: 

• tests goodwill, with an indefinite useful life or intangible assets not yet available for use for impairment annually by 
comparing its carrying amountwith its recoverable amount. This impairment test is performed during the annual 
period and at the same time every period. 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not 
possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating unit to which 
the asset belongs is determined. 

If an impairment loss subsequently reverses, the carrying amount of the asset (or group of related assets) is increased to the 
revised estimate of its recoverable amount (selling price less costs to complete and sell, in the case of inventories), but not in 
excess of the amount that would have been determined had no impairment loss been recognised for the asset (or group of 
assets) in prior years. A reversal of impairment is recognised immediately in profit or loss. 

1.8 Employee benefits 
Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation 
leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the 
service is rendered and are not discounted. 

Defined contribution plans 

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. 

1.9 Provisions and contingencies 
Provisions are recognised when: 

• the municipality has an obligation at the reporting period date as a result of a past event; 

• it is probable that the municipality will be required to transfer economic benefits in settlement; and 

• the amount of the obligation can be estimated reliably. 

Contingencies are disclosed in note . 

1.10 Government grants 

Government grants are recognised when there is reasonable assurance that: 

• the municipality will comply with the conditions attaching to them; and 

• the grants will be received. 

Government grants are recognised as income over the periods necessary to match them with the related costs that they are 
intended to compensate. 

A government grant that becomes receivable as compensation for expenses or losses already incurred or for the purpose of 
giving immediate financial support to the entity with no future related costs is recognised as income of the period in which it 
becomes receivable. 
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Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.11 Value Added Tax 

The municipality accounts for value added tax on the payments basis in accordance with section 15(2)(a) of the Value Added 
Tax Act (Act No. 89 of 1991). 

1.12 Related parties 

Individuals as well as their close family members, and/or entities are related parties if one party has the ability, directly or 
indirectly, to control or jointly control the other party or exercise significant influence over the other party in making financial 
and/or operating decisions. 

1.13 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No 56 of 2003), the 
Municipal Systems Act (Act No 32 of 2000), the Public Office Bearers Act (Act No 20 of 1998) or is in contravention of the 
municipality’s supply chain management policies. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

1.14 Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care 
been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.15 Unauthorised expenditure 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an 
allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant that 
is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003). Unauthorised expenditure is accounted 
for as an expense in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue 
in the Statement of Financial Performance. 

1.16 Contingent assets and contingent liabilities 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes to the financial 
statements. 

1.17 Transitional provisions 

Ezinqoleni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards Board, as set 
out in Directive 4 issued in March 2009 as follows: 

• GRAP 1 Presentation of Financial Statements - paragraphs 7-8 

• GRAP 9 Revenue from Exchange Transactions - paragraphs 37-38 

• GRAP 12 Inventories - paragraphs 45-52 

• GRAP 13 Leases - paragraphs 55-60 

• GRAP 16 Investment Properties - paragraphs 63-70 

• GRAP 17 Property, Plant and Equipment- paragraphs 73-83 

• GRAP 19 Provisions, Contingent Liabilities and Contingent Assets - paragraphs 93-94E 

• GRAP 100 Non-current assets held for sale and discontinued operations - paragraphs 97-98 

• GRAP 102 Intangible Assets - paragraphs 110-118 

• lAS 19 Retirement benefits - paragraph 155(b) 


10 





Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Notes to the Annual Financial Statements 

Figures in Rand 2012 2011 


2. Property, plant and equipment 





2012 



2011 



Cost / 

Accumulated Carrying value 

Cost / Accumulated Carrying value 


Valuation 

depreciation 


Valuation depreciation 


Buildings 

39 229 411 


(2 808 817) 

36 420 594 

28 788 887 

(2 698 000) 

26 090 887 

Infrastructure roads 

21 029 253 


(3 880 373) 

17 148 880 

18 432 999 

(2 248 335) 

16 184 664 

Machinery and equipment 

2 037 363 


(1 170 789) 

866 574 

1 977 255 

(945 953) 

1 031 302 

Motor vehicles 

1 408 871 


(855 219) 

553 652 

1 408 871 

(728 571) 

680 300 

Furniture and equipment 

1 387 074 


(768 933) 

618 141 

1 276 144 

(543 478) 

732 666 

Computer equipment 

822 041 


(401 140) 

420 901 

726 037 

(255 783) 

470 254 

Heritage assets 

48 000 


- 

48 000 

48 000 

- 

48 000 

Total 

65 962 013 


(9 885 271) 

56 076 742 

52 658 193 

(7 420 120) 

45 238 073 

Reconciliation of property, plant and equipment - 

2012 








Opening 

Additions 

Depreciation 

Impairment 

Total 




balance 



loss 


Buildings 



26 090 887 

11 471 775 

(1 134 862) 

(7 206) 

36 420 594 

Infrastructure roads 



16 184 664 

2 747 209 

(1 242 233) 

(540 760) 

17 148 880 

Machinery and equipment 



1 031 302 

56 627 

(213 045) 

(8 310) 

866 574 

Motor vehicles 



680 300 

- 

(126 648) 

- 

553 652 

Furniture and equipment 



732 666 

110 134 

(222 029) 

(2 630) 

618 141 

Computer equipment 



470 254 

96 004 

(132 463) 

(12 894) 

420 901 

Heritage assets 



48 000 

- 

- 

- 

48 000 




45 238 073 

14 481 749 

(3 071 280) 

(571 800) 

56 076 742 

Reconciliation of property, plant and equipment - 

2011 








Opening 

Additions 

Depreciation 

Impairment 

Total 




balance 



loss 


Buildings 



21 877 412 

5 336 908 

(1 123 433) 

- 

26 090 887 

Infrastructure roads 



16 374 616 

821 505 

(1 011 457) 

- 

16 184 664 

Machinery and equipment 



852 984 

349 444 

(160 500) 

(10 626) 

1 031 302 

Motor vehicles 



716 942 

93 200 

(129 842) 

- 

680 300 

Furniture and equipment 



738 601 

199 235 

(202 871) 

(2 299) 

732 666 

Computer equipment 



299 477 

284 330 

(99 585) 

(13 968) 

470 254 

Heritage assets 



48 000 

- 

- 

- 

48 000 




40 908 032 

7 084 622 

(2 727 688) 

(26 893) 

45 238 073 


See full GRAP compliant note on page 34. 

3. Intangible assets 




2012 



2011 


Cost / 
Valuation 

Accumulated Carrying value 
amortisation 

Cost / 
Valuation 

Accumulated Carrying value 
amortisation 

Computer software 

524 016 

(343 665) 

180 351 

524 016 

(253 178) 

270 838 

Reconciliation of intangible assets 

Computer software 

-2012 



Opening 

balance 

270 838 

Amortisation 

(90 487) 

Total 

180 351 
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Annual Financial Statements for the year ended 30 June 2012 


Notes to the Annual Financial Statements 


Figures in Rand 

2012 

2011 

3. Intangible assets (continued) 



Reconciliation of intangible assets - 2011 

Opening Amortisation 

balance 

Total 

Computer software 

369 892 (99 054) 

270 838 

4. Consumer debtors 



Rates 

426 215 

248 257 

Less: Provision for bad debts 

(126 102) 

(102 700) 


300 113 

145 557 

Ageing 

Current (0 - 30 days) 

47 382 

(67 614) 

31 - 60 days 

2 182 

(1 655) 

61 - 90 days 

24 436 

(267) 

91 - 120 days 

22 873 

- 

Greater than 120 days 

329 342 

317 793 


426 215 

248 257 

5. Sundry debtors 



Sundry debtors 

220 653 

883 837 

Accrued income 

43 434 

31 399 

Deposit 

2 000 

2 000 


266 087 

917 236 

Less: Provision for bad debts 

(36 260) 

(36 260) 


229 827 

880 976 

6. Vat receivable 



Vat 

2 465 540 

2 739 561 

7. Cash and cash equivalents 



Cash and cash equivalents consist of: 



Cash on hand 

1000 

1000 

Bank balances 

9 166 652 

8 938 467 

Short-term deposits 

10 591 322 

9 403 688 


19 758 974 

18 343 155 

Primary Account 

First National Bank Account - Port Shepstone Branch 

Account Number 62024943153 : Call account 



Bank statement balance at the beginning of the year 

8 938 467 

1 909 641 

Bank statement balance at the end of the year 

9 166 652 

8 938 467 

Cashbook balance at the beginning of the yea 

8 938 467 

1 909 641 

Cashbook balance at the end of the year 

9 166 652 

8 938 467 
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Annual Financial Statements for the year ended 30 June 2012 


Notes to the Annual Financial Statements 


Figures in Rand 

2012 

2011 

7. Cash and cash equivalents (continued) 



Call Investment Deposits 

Conditional Grant 

Lottery Grant 

MSIG Grant 

8 940 485 

1 061 068 
589 769 

8 172 511 
435 516 
795 660 


10 591 322 

9 403 687 

Conditional Grant 

First National Bank Account - Port Shepstone Branch 

Account Number 62200828533 : Call Account 

Bank statement balance at the beginning of the year 

Bank statement balance at the end of the year 

8 172 511 

9 166 652 

4 275 771 

8 172 511 

Cashbook balance at the beginning of the yea 

Cashbook balance at the end of the year 

8 172 511 

8 940 485 

4 275 771 

8 172 511 

Lottery Grant 

First National Bank Account - Port Shepstone Branch 

Account Number 62200828955 : Call Account 

Bank statement balance at the beginning of the year 

Bank statement balance at the end of the year 

435 516 

1 061 068 

423 818 
435 516 

Cashbook balance at the beginning of the yea 

Cashbook balance at the end of the year 

435 516 

1 061 068 

423 818 
435 516 

MSIG Grant 

First National Bank Account - Port Shepstone Branch 

Account Number 62231035537 : Money Market 

Bank statement balance at the beginning of the year 

Bank statement balance at the end of the year 

795 660 
589 769 

749 091 
795 660 

Cashbook balance at the beginning of the yea 

Cashbook balance at the end of the year 

795 660 
589 769 

749 091 
795 660 
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Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Notes to the Annual Financial Statements 

Figures in Rand 2012 2011 


8. Employee benefit obligation 
Long service awards 

Non-current liabilities 219 000 409 000 

Current liabilities - 27 000 

Total Provision for long service awards 219 000 436 000 


A long-service award is granted to municipal employees after the completion of fixed periods of continuous service with the 
Municipality. The said award comprises of a certain number of additional vacation leave days. The provision represents an 
estimation of the awards to which employees in the service of the Municipality at 30 June 2012 may become entitled to in future, 
based on an actuarial valuation performed at that date. 

The most recent actuarial valuations of plan assets and the present value of the unfunded defined benefit obligation were carried 
out as at 30 June 2012 by PricewaterhouseCoopers Actuarial and Insurance Management Solutions (2011 - Alexander Forbes 
Financial Services). The present value of the defined benefit obligation, and the related current service cost were measured 
using the Projected Unit Credit Method. No other long service benefits are provided by the Municipality. 

The future cost for ensuing year is estimated to be R79 000 and the interest cost for the next year is estimated to be R44 000 
(2011: R70 000 and R35 000 respectively). 

The principal actuarial assumptions used were as follows: 


Discount rate per annum 

8.00 % 

8.75 % 

Inflation rate 

5.50 % 

5.75 % 

Salary increase rate 

7.50 % 

6.75 % 

Normal retirement age 

63 

65 

Proportion continuing membership at retirement 

95 % 

95 % 

Proportion of retiring members who are married 

95 % 

90 % 

Mortality during employment 

Percentage of in-service members withdrawing before retirement: 

SA 85-90 light SA 85-90 light 

Age 20-24 

13.3 % 

15.0 % 

Age 25-29 

13.0 % 

10.0 % 

Age 30 - 34 

11.0 % 

7.0 % 

Age 35 - 39 

8.0 % 

4.0 % 

Age 40 - 44 

6.0 % 

2.0 % 

Age 45 - 49 

4.0 % 

0.0 % 

Age 50 - 54 

2.0 % 

0.0 % 

Age 55 - 59 

0.0 % 

0.0 % 

Age 60 - 

0.0 % 

0.0 % 


Present value of the obligation 

219 000 

436 000 

Movement in the defined benefit obligation is as follows: 



Balance at beginning of the year 

436 000 

319 000 

Current service cost 

79 000 

70 000 

Interest cost 

44 000 

35 000 

Actual (Gain) / Loss 

(313 000) 

24 000 

Benefits payments by Municipality 

(27 000) 

(12 000) 


219 000 

436 000 

The amounts recognised in the Statement of Financial Performance were as follows: 



Current service cost 

79 000 

70 000 

Interest cost 

44 000 

35 000 

Expected return on assets 

- 

- 

Actual (Gain) / Loss 

(313 000) 

24 000 


(190 000) 

129 000 
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Disclosure in terms of par. 120A(p) of lAS 19 

Defined benefit obligation 219 000 

Experience adjustments on plan liabilities 65 


Disclosure in terms of par. 120A(q) of lAS 19 

Expected benefits to be paid during the next financial year 


Salary inflation sensitivity 

Defined benefit obligation 
Service cost 
Interest cost 


1% decrease 

199 000 
33 000 
16 000 


Base (7.50%) 

219 000 
37 000 
18 000 


1% increase 

240 000 
41 000 
20 000 


Post retirement pension plan 

The municipality’s personnel are members of one of the Natal Joint Municipal Pension retirement funds, namely the 
Superannuation, Retirement and Provident Funds. As the aforementioned funds are multi-employer funds, the allocation of any 
surplus/deficit to individual municipalities cannot be determined. Furthermore disclosure of further details such as actuarial 
assumptions, cannot be attributed to any specific municipality and is of no relevance to users of the municipality’s financial 
statements. 

An independent valuer carries out a statutory valuation of the NJMPF on a triennial basis and an interim valuation on an annual 
basis. The 2012 interim valuations have not yet been released. 

Superannuation Fund 

The interim valuation carried out on the Superannuation Fund as at 31 March 2010 reflected: 

• The memorandum account in respect of pensioners was fully funded. 

• There was a deficit in respect of active members which is being met by the surcharge of 7% of pensionable salaries, the 
deficit is expected to be fully funded by 2016. 

• The required contribution rate for the future service exceeded the contribution rate payable by 1,69% of pensionable 
salaries. 

The statutory actuarial valuation carried out on the Superannuation Fund as at 31 March 2011 reflected: 

• The memorandum account in respect of pensioners was fully funded. 

• There was a deficit in respect of active members and it is recommended that the surcharge of 7% be increased to 9.5% of 
pensionable salaries and that the repayment period be set at 8 years at which time the deficit is expected to be fully funded. 

• The required contribution rate for the future service exceeded the contribution rate payable by 3.63% of pensionable 
salaries. 

Retirement Fund 

The interim valuation carried out on the Retirement Fund as at 31 March 2010 reflected: 

• The memorandum account in respect of pensioners was fully funded on the discounted cash flow method. 

• The Funds liabilities for the contributory members exceeded the value of the assets; it is expected that the shortfall will be 
funded by a surcharge of 17% of pensionable emoluments by 2015. 

The interim valuation carried out on the Retirement Fund as at 31 March 2011 reflected: 

• The memorandum account in respect of pensioners was fully funded. 
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• There was a deficit in respect of active members and it is recommended that the surcharge of 17% be increased to 17.5% 
of pensionable salaries and that the repayment period be extended from 5 to 8 years at which time the deficit is expected to be 
fully funded. 

• The required contribution rate for the future service exceeded the contribution rate payable by 4.72% of pensionable 
salaries. 

Provident Fund 

The latest statutory valuation of the Provident Fund (defined contribution) as at 31 March 2009 and the interim valuation as at 31 
March 2010 revealed that the fund was in a sound financial position. 

The interim valuation carried out on the Municipal Provident Fund as at 31 March 2011 reflected that the market value of the 
assets approximately equalled the liabilities and the reserves at valuation date. 


9. Finance lease obligation 
Minimum lease payments due 


- within one year 

111 100 

125 871 

- in second to fifth year inclusive 

33 317 

138 875 


144 417 

264 746 

less: future finance charges 

(15 747) 

(32 408) 

Present value of minimum lease payments 

128 670 

232 338 

Present value of minimum lease payments due 



- within one year 

96 191 

109 210 

- in second to fifth year inclusive 

32 479 

123 128 


128 670 

232 338 

Non-current liabilities 

32 479 

123 128 

Current liabilities 

96 191 

109 210 


128 670 

232 338 

The finance lease liability is secured against vehicles with a cost price of R799 734. The leases bear interest at rates varying 

between prime less 1% to 18.50% per annum and are repayable over periods between 16 months and 39 months.. 


The municipality's obligations under finance leases are secured by the lessor's charge over the leased assets. Refer note 

Annexure A. 



10. Trade and other payables 



Trade payables 

165 473 

588 937 

Retentions 

1 941 127 

1 355 074 

Accrued leave pay 

228 164 

200 589 

Other creditors 

323 796 

240 192 

Councillors' UIF 

160 123 

160 123 

Accrual for staff bonus 

260 536 

209 833 


3 079 219 

2 754 748 
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Figures in Rand 

2012 

2011 

11. Government grants and subsidies 



Equitable Share 

21 581 000 

18 111 980 

Municipal Systems Improvement Grant (MSIG) 

1 548 963 

950 828 

Municipal Infrastructure Grant 

14 543 540 

5 834 431 

Financial Management Grant 

1 322 570 

1 471 937 

Provincialisation of libraries 

236 591 

- 

Library Grant - Cyber Cadet 

92 579 

20 921 

Small Town Rehabilitation Grant 

1 416 172 

174 100 

LED Strategy Grant 

276 852 

18 425 

Integrated National Electrification Programme 

1 548 576 

6 873 761 

National Lottery Grant 

188 306 

- 


42 755 149 

33 456 383 


Equitable Share 

Balance unspent at beginning of year 



Current year receipts 

21 581 000 

18 111 980 

Conditions met - transferred to revenue 

(21 581 000) 

(18 111 980) 


- 

- 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. R1 

429 000 was witheld by National Treasury during the year. 



Municipal Systems Improvement Grant (MSIG) 

Balance unspent at beginning of year 

1 033 353 

1 234 181 

Current year receipts 

790 000 

750 000 

Conditions met - transferred to revenue 

(1 548 962) 

(950 828) 

Conditions still to be met - transferred to liabilities 

274 391 

1 033 353 

This grant is used for the improvement of systems. No funds were withheld. 



Municipal Infrastructure Grant 

Balance unspent at beginning of year 

4 120 035 

2 443 466 

Current year receipts 

11 125 000 

7 511 000 

Conditions met - transferred to revenue 

(14 543 539) 

(5 834 431) 

Conditions still to be met - transferred to liabilities 

701 496 

4 120 035 

This grant was used for infrastructure programmes. No funds were withheld. 



Financial Management Grant 

Balance unspent at beginning of year 

(26 749) 

195 069 

Current year receipts 

1 500 000 

1 250 119 

Conditions met - transferred to revenue 

(1 322 570) 

(1 471 937) 

Conditions still to be met - transferred to liabilities 

150 681 

(26 749) 

This grant was used for financial management including improving the finance management system, purchasing computers for 

finance staff and capacity building for finance, for example the employment of interns. No funds were withheld. 


Provincialisation of Libraries Grant 

Balance unspent at beginning of year 



Current year receipts 

233 340 

- 

Conditions met - transferred to revenue 

(236 591) 

- 

Conditions still to be met - transferred to liabilities 

(3 251) 

- 
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Figures in Rand 

2012 

2011 

Library Grant - Cyber Cadet 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

69 079 

96 000 
(92 579) 

90 000 
(20 921) 

Conditions still to be met - transferred to liabilities 

72 500 

69 079 

This grant was used for the operational staff for the library such as the Cyber Cadet. 



Small Town Rehabilitation Grant 

Balance unspent at beginning of year 

Current year receipts 

Funds returned 

Conditions met - transferred to revenue 

5 177 900 

(3 311 900) 

(1 416 172) 

5 352 000 

(174 100) 

Conditions still to be met - transferred to liabilities 

449 828 

5 177 900 

This grant was used to rehabilitate the town including the construction of a trade centre, a community park, landscaping and the 
installation of street lights. No funds were withheld. 

LED Strategy Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

381 575 

(276 852) 

400 000 
(18 425) 

Conditions still to be met - transferred to liabilities 

104 723 

381 575 

This grant was used to review Local Economic Development Strategy and align it with the district strategy. No funds were 
withheld. 

Integrated National Electrification Programme 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

1 126 239 

2 138 642 
(1 548 576) 

8 000 000 
(6 873 761) 

Conditions still to be met - transferred to liabilities 

1 716 305 

1 126 239 

This grant was used to connect electricity to households with no connections. No funds were withheld. 


National Lottery Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

1 214 050 

(188 306) 

1 214 050 

Conditions still to be met - transferred to liabilities 

1 025 744 

1 214 050 

Summary of unspent conditional grants and receipts 

Municipal Systems Improvement Grant (MSIG) 

Municipal Infrastructure Grant 

Financial Management Grant 

Provincialisation of Libraries Grant 

Library Grant - Cyber Cadet 

Small Town Rehabilitation Grant 

LED Strategy Grant 

Integrated National Electrification Programme 

National Lottery Grant 

274 389 
701 496 
150 682 
(3 251) 
72 500 
449 828 
104 722 

1 716 305 

1 025 745 

1 033 353 

4 120 035 
(26 749) 

69 079 

5 177 900 
381 575 

1 126 239 

1 214 050 


4 492 416 

13 095 482 
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Figures in Rand 

2012 

2011 

12. Property rates 



Actual 

Agriculture properties used for agricultural purposes 

261 078 

184 486 

Agricultural properties used for other business and commercial purposes 

283 464 

53 213 

Industrial properties 

75 207 

200 567 

Public service infrastructure 

49 

50 

Institution 

52 622 

- 


672 420 

438 316 

Property Valuatlons 

Agriculture properties used for agricultural purposes 

341 725 000 

341 168 000 

Agricultural properties used for other business and commercial purposes 

18 544 000 

18 544 000 

Industrial properties 

4 920 000 

4 920 000 

Public service infrastructure 

36 000 

36 000 

Institution 

55 087 000 

- 


420 312 000 

364 668 000 

Non rateable 

Non rateable 

- 

- 

Last general valuatlon 

The last general valuation came into effect on: 

01/07/2011 

01/07/2010 


Property rates levied in terms of the Local Government: Municipal Property Rates Act No. 6 of 2004 with effect from 01/07/2008 

Interim valuations are processed on an annual basis to take into account changes in individual values due to consolidations and 
subdivisions 


Assessment rates: Cents in the rand on market valuation as follows: 


Agriculture properties used for agriculture purposes 

0.0810C/R 

0,0764c/R 

Agricultural properties used for other business and commercial 

1.6203C/R 

l,5286c/R 

Industrial properties 

1.6203C/R 

l,5286c/R 

Public service infrastructure 

0.2025C/R 

0,1911c/R 

Institution 

0.4050C/R 

- 


Phaslng In dlscount: 


Agricultural property 

- % 

Industrial properties 

- % 

Institution 

75 % 


Rates are levied as follows (in terms of Section 26 of the Municipal Property Rates Act No. 6 of 2004 for the 2010 financial year): 
On an annual basis, and the final dates of payment being the last working day of the month from August 2010 to June 2011. 


Interest is levied on outstanding rates per annum at: 


18 % 0 % 

18 % 
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13. Sundry income 


Included in other income is the following: 


Tenders - Sale 

57 000 

35 250 

SCP Refund Department of Transport 

155 200 

36 620 

Photocopies 

10 459 

10 331 

LG SETA 

50 828 

29 790 

Other Income 

34 108 

168 243 


307 595 

280 234 

14. Remuneration of councillors 



Mayor 

597 535 

638 427 

Councillors 

1 847 112 

1 496 873 


2 444 647 

2 135 300 


In-kind Benefits 

The Mayor is full-time and has an office and PA at the cost of the council. 
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15. Employee related costs 



Employee related costs - salaries and wages 

5 397 731 

4 655 812 

Contributions to UIF, medical and pension benefits 

979 740 

739 596 

Travel, motor car, accommodation, subsistence & other allowances 

940 832 

799 887 

Housing benefits and allowances 

260 082 

315 456 

Leave 

92 912 

38 859 

Bonuses 

271 329 

252 015 

Backpay 

112 774 

51 825 

Contributions to long service award 

- 

129 000 


8 055 400 

6 982 450 


Remuneration of the Municipal Manager 

Annual remuneration 

Car allowance 

Housing allowance 

Backpay 

Leave pay 

Other benefits 

464 860 

97 200 

77 400 

17 511 

65 196 

33 556 

425 443 
129 600 
103 200 
13 042 

23 150 


755 723 

694 435 

Remuneration of the Chief Finance Officer 

Annual remuneration 

306 288 

280 915 

Car allowance 

108 000 

108 000 

Housing allowance 

84 000 

84 000 

Backpay 

12 854 

9 574 

Other benefits 

37 487 

27 507 


548 629 

509 996 

Director: Technical Services 

Annual remuneration 

182 088 

323 344 

Car allowance 

20 000 

99 000 

Housing allowance 

22 500 

62 232 

Backpay 

- 

9 574 

Other benefits 

7 395 

45 726 


231 983 

539 876 

Director: Corporate Services 

Annual remuneration 

308 872 

281 691 

Car allowance 

120 000 

120 000 

Housing allowance 

60 000 

60 000 

Backpay 

12 854 

9 574 

Other benefits 

64 645 

41 379 


566 371 

512 644 
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16. Operating lease 

The future minimum lease payments payable under operating leases for the actual liability are as follows: 

No later than one year 19 093 58 023 

Later than one year and no later than five years - 19 093 

19 093 77 116 


Operating lease payments payable relate to the hiring of office equipment and cellphones. 

Ezinqoleni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards Board, in 
terms of Directive 4 issued in March 2009, with respect to the measurement of leases as set out in paragraphs 55 to 60. 

17. Other expenses 


Promotions 

109 

397 

173 

512 

Arts and culture 

128 

204 

72 

772 

Sport and recreation 

443 

706 

263 

084 

Free Basic Sevices - Electricity 

110 

598 

95 

208 

Free Basic Services - Paraffin 

249 

842 

182 

660 

Local Economic Development 

140 

452 

144 

038 

Tourism 

42 

000 

40 

000 

Public Participation 

106 

123 

12 

257 

Water Connection For The Elderly 

98 

195 

47 

117 

Gravelling of Access Road 

436 

139 

350 

250 

Disaster Management 

33 

275 

40 

027 

Team Building 


- 

81 

484 

Employee Assistant Programme 

1 

600 


- 


1899 

531 

1502 

409 

18. Sundry expenses 





Medical examination 

3 

171 

1 

956 

Staff incentive 


- 


137 

Sports field 

7 

121 


- 

Vat recovery fees 

180 

113 

42 

301 

Awareness campaign 


- 

3 

543 

Review of IDP/SDBIP/PMS 


- 

3 

596 

Land Administration and Planning 


- 

3 

059 


190 

405 

54 

592 
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19. Cash generated from operations 



Profit before taxation 

19 992 753 

10 006 432 

Adjustments for: 

Depreciation and amortisation 

3 733 468 

2 588 811 

Interest received 

(1 069 947) 

(858 259) 

Interest paid 

31 889 

54 973 

Movements in retirement benefit assets and liabilities 

(217 000) 

117 000 

Movements in unspent conditional grants and receipts 

(8 603 066) 

8 035 466 

Contribution to bad debt provision 

- 

(229 045) 

Loss on disposal of property, plant and equipment 

- 

17 974 

Gain on reassessment of useful life of assets 

- 

(257 203) 

Changes in working capital: 

Vat receivable 

274 021 

(826 047) 

Consumer debtors 

(154 556) 

77 578 

Other debtors 

651 149 

(768 307) 

Trade and other payables 

324 465 

(470 729) 

Previous years operating transactions 

- 

(1 551) 


14 963 176 

17 487 093 

20. Capital commitments 



Commitments in respect of capital expenditure: 



Approved and contracted for 

Infrastructure 

15 289 388 

116 810 

Community 

6 111421 

6 875 926 


21 400 809 

6 992 736 

Approved but not yet contracted for 

Infrastructure 

4 644 600 


Community 

- 

16 700 000 


4 644 600 

16 700 000 

Total 

26 045 409 

23 692 736 

This expenditure will be financed as follows: 

Grants 

19 953 441 

23 692 736 

21. Contingent assets 



No contingent assets were identified for the year ended 30 June 2012 nor for the year ended 30 June 2011. 


22. Contingent liabilities 



No contingent liabilities were identified for the year ended 30 June 2012 nor for the year ended 30 June 2011. 


23. In-kind donations and assistance 



The municipality did not receive any In-kind donations and assistance during the year under review. 
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24. Additional disclosure in terms of the Municipal Finance Management Act 



PAYE and UIF 

Opening balance 

- 

- 

Current year payroll deductions and municipality's contributions 

1 798 846 

1 451 418 

Amount paid - current year 

(1 798 846) 

(1 451 418) 

Balance unpaid (included in creditors) 

- 

- 

Pension fund and medical aid deductions 

Opening balance 

- 

- 

Current year deductions 

1 361 214 

1 331 787 

Amount paid - current year 

(1 361 214) 

(1 331 787) 

Balance unpaid (included in creditors) 

- 

- 

Audit fees 

Opening balance 

90 640 

- 

Current year's audit fee 

470 898 

755 993 

Amount paid - current year 

(633 673) 

(665 353) 

Balance unpaid (included in creditors) 

(72 135) 

90 640 

Contributions 

Opening balance 

- 

- 

Council subscriptions 

85 699 

50 404 

Amount paid - current year 

(85 699) 

(50 404) 


- 

- 

Vat 

Vat received for the year 

2 186 560 

1 580 776 

Vat paid for the year 

- 

- 


All Vat returns have been submitted by the due date during the reporting period. 

Councillors' arrear consumer accounts 

No councillors had arrear accounts outstanding. 


Material Losses 

No material losses were incurred. 


25. Prior year adjustments 

During the year the municipality prepared its fixed asset register in compliance with GRAP. Pursuant to that exercise, the 
municipality identified certain assets that were not in the asset register. Backlog depreciation was then calculated on those newly 
identified assets. 

Arising from 

Newly identified assets 
Correction of backlog depreciation 

- 15 123 033 


15 031 512 
91 521 


26. Standards and interpretations In Issue not yet adopted 

At the date of authorisation of these financial statements the entity has not applied the following GRAP standards that have been 
issued, but are not yet effective; 

• GRAP 18 Segment Reporting - issued March 2005 
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• GRAP 21 Impairment of Non-cash-generating Assets - issued March 2009 

• GRAP 23 Revenue from Non-exchange Transactions (Taxes and Transfers) - issued February 2008 

• GRAP 24 Presentation of Budget Information in Financial Statements - issued November 2007 

• GRAP 25 Employee Benefits - issued December 2009 

• GRAP 26 Impairment of Cash-generating Assets - issued March 2009 

• GRAP 103 Heritage Assets - issued July 2008 

Application of all of the above GRAP standards will be effective from a date to be announced by the Minister of Finance. This 
date is not currently available. 

Management has considered all the GRAP standards issued but not yet effective and anticipates that the adoption of these 
standards will not have a significant impact on the financial position, financial performance or cash flows of the entity. 

27. Comparative figures 

Certain comparative figures have been restated in order to present more meaningful and appropriate comparisons. 

28. Unauthorised expenditure 


Reconciliation of unauthorised expenditure: 


Opening balance 

2 452 931 

- 

Remuneration of councillors 

- 

88 299 

Depreciation, amortisation and impairment 

1 104 654 

2 309 659 

Finance charges 

- 

54 973 

Over expenditure on grant income 

3 241 

- 

Over expenditure over budget 

615 614 

- 

Overspending on on approved capital budget 

1 413 542 

- 

Approved / condoned by council 

(2 452 931) 

- 


3 137 051 2 452 931 


The unauthorised expenditure relate to expenditure incurred that was not budgeted for. The depreciation relates to newly 
identified assets in the fixed register upon which backlog depreciation was calculated. 

2011 

The unauthorised expenditure (with the exception of remuneration of councillors) relate to expenditure incurred that was not 
budgeted for. The unauthorised expenditure relating to councillors is due to an increase in the number of wards and the number 
of councillors. In total the budget has not been exceeded. These amounts are not recoverable. 

29. Fruitless and wasteful expenditure 

No fruitless or wasteful expenditure was incurred during 2012 (2011: Nil) 

30. Irregular expenditure 

To the best of management's knowledge instances of note indicating that irregular expenditure was incurred during the year 
under review were not revealed. 

Reconciliation of irregular expenditure 

Opening balance 

Irregular expenditure for the current year 271 606 239 301 

Approved /condoned by Council - (183 687) 

To be approved / condoned by Council - (55 614) 



271 606 

- 

Section 36 Deviations 

Opening balance 



Three quotations not obtained 

176 328 

- 


176 328 

- 
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The current year’s irregular expenditure comprises of R73 406 in respect of amounts where 3 quotations were no received and 
R198 200 where a contract was not signed. 

No significant events or events having financial implications were identified after the reporting date that requires disclosure in the 
financial statements for the year ended 30 June 2012. 

31. Events after the reporting period 

The annual financial statements, which were reviewed by its Audit Committee, were authorised for issue by management on29 
August 2012. 

No significant events or events having financial implications were identified after the reporting date that requires disclosure in the 
financial statements for the year ended 30 June 2012. 
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